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Labor issues continue to
blight computer industry

By Bart Slob, SOMO

(ICT) hardware sector is characterized by

extremely high levels of outsourcing. Brand-
name companies like Acer, Dell and HP, also called
original equipment manufacturers (OEMs), outsource
major parts of their production processes to contract
manufacturers (CMs), which have production facilities
in many countries and employ far more people (up to
70,000 - 80,000 employees) than the OEMs.

The information and communications technology

Labor issues in the supply chain

It's not surprising that the main issues related to
working conditions in this sector occur at CMs that
supply to the well-known companies and the
contractors’ operations are often concentrated in low-
wage countries in Asia.

To investigate this phenomenon, SOMO conducted
research and commissioned field research studies on
nine CMs — all first- and second-tier suppliers to Acer
and Fujitsu-Siemens Computers - in the Philippines
and China. During the course of the SOMO research
project, it became apparent that these nine
companies supply not only Acer and Fujitsu-Siemens,
but also Dell, Apple, HP, Sony, Philips, Lenovo, Nokia,
Microsoft and IBM. SOMO found that labor issues at
the factories of these CMs are particularly concerning
and need to be addressed urgently by the CR
policymakers of brand-name companies.

Modus operandi of the sector

Many of these brand companies use the so-called
barebone strategy, meaning they purchase almost-
readymade computers from CMs without a processor,
RAM, hard drive and other optional accessories such
as W-LAN modules. To reduce lead times, these parts
are usually put in after shipment, close to main
consumer and business-to-business markets.

Brands use different CMs to ensure constant supply.
The fact is, however, that a relatively small number of
CMs supply to nearly all the leading OEMs such as
Dell, IBM, Acer and HP.

In 2004, Quanta and Compal, two of the world’s
largest ODMs, manufactured 54.4 percent of all
notebooks available on the world market. Competing
brands sell near identical computers with identical
specifications. For example, the same barebone
notebook computers are used for some models in the
Acer Aspire, Hitachi Flora, Dell Smartstep and the
Fujitsu-Siemens Amilo ranges.

SOMO research results

The following is an overview of the main issues

identified by SOMO's research:

* Excessive hours: During peak production season,
many workers work 12 hours a day, six days a week.
At a CM in China, workers complained they hadn’t
had a day-off for months during peak season.

* Wages: Wages of most workers at the companies
SOMO researched are insufficient to cover expenses
related to food, let alone rent, clothing and
education. In four factories researched in China,
basic wages are below the local minimum wage.

¢ Health and safety: Workers in the sector often have
to work with hazardous materials and substances
without proper protection or health and safety
measures. In most factories, occupational health
and safety conditions are unsatisfactory. Assembly
workers suffer from long hours, work-related stress,
noise, bad ergonomics and chemical exposure.
Other health problems include skin allergies,
respiration problems, noise hazards, dizziness and
nausea. These problems are mainly provoked by the
lack of protection for workers and defective
ventilation in workplaces.






